
LAWS of MINNESOTA for 1998 

CHAPTER 342-—-H.F.No. 113 

An act proposing an amendment to the Minnesota Constitution, article XI, section 14; extend- 
ing to the year 2025 the dedication of lottery proceeds to the environment and natural resources trust 
fund and maximizing the long—term total return to the fund. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. CONSTITUTIONAL AMENDMENT PROPOSED. 
Q amendment t2 go Minnesota Constitution, article & section E, proposed t_o E people. If the amendment adopted, th_e section read a_s follows: 

Sec. 14. A permanent Minnesota environment and natural resources trust fund is es- 
tablished in the state treasury. The principal of the eiwisenment and natuital resources 
trustfundmustbe perpetual andinv-ielate ferevegeieeeptappmpriatiensmaybemade 
fiemupm%5peremte£daeamualmwnuesdepesitedmthefundantflfisealyear4994 
and Loans may be made of up to five percent of the principal of the fund for water system 
improvements as provided by law. This restrietien does not prevent the sale of invest- 
mentsatlessthantheeesttethe£und;hewever;alllessesnete££setbygainsshallbere— 
paid to the -fund from the earnings of the fialfld-.' The net earnings from assets of the fund 
shall be appropriated in a manner prescribed by law for the public purpose of protection, 
conservation, preservation, and enhancement of the state’s air, water, land, fish, wildlife, 
and other natural resources. The amount appropriated each year of a biennium, com- 
mencing on July 1 in each oddfmimbered year and ending_<)‘r1—aEJi1ding June 30 iTh5 
next odd—numbered year, may be up to 5—1/2 percent of the market value of the fundE E 30 one year befc>T§1e_sErt_5ft—hel3iemium. Not lessdian 40 percentdftfl 
ceeds_tTrEa—ny_state—opera'tTlEtery must be credited to the fund until the year 2700-l 
2025. 

See. 2. SUBMISSION TO PEOPLE. E proposed amendment shall be submitted t_o @ people a_t E 1998 general elec- 
tion. The question submitted shall be: 

“Shall th_e Minnesota Constitution 13:3 amended to extend t_o th_e year 2025 Q3 dc: 
dication of lottery proceeds t_o th_e environment and natural resources trust fund an_c_l to 
maximize die long—term total return t3 @_e_ fund? 

Presented to the governor March 27, 1998 
Signed by the governor March 31, 1998, 10:50 a.m. 

CHAPTER 343—S.F.No. 2966 
An act relating to mortgages; enacting the Minnesota Residential Mortgage Originator and 

Servicer Licensing Act; establishing licensing and enforcement mechanisms; amending Minnesota 
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Statutes 1996, sections 47.206, subdivision 1; 82.17, subdivision 4; 82. I 8; and 82.27, subdivision 1; 
proposing coding for new law as Minnesota Statutes, chapter 58; repealing Minnesota Statutes 
1996, section 82.175. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 

ARTICLE 1 

RESIDENTIAL MORTGAGE ORIGINATOR 
AND SERVICER LICENSING 

Section 1. [58.01] CITATION. 
E_‘h_is chapter shall E cited as E “Minnesota Residential Mortgage Originator El 

Servicer Licensing Act.’’ 

Sec. 2. [58.02] DEFINITIONS. 
Subdivision SCOPE. E purposes of chapter, @_e terms_ defined E 

tio_n have E meanings given t_o them. 
Subd. ACT. “Act” means the Minnesota Residential Mortgage Originator a_nd 

Servicer Licensing 

Subd. 3. ADVANCE FEE. “Advance fee” means a commission, fee, charge, or 
compensatio_n of any kind paid to a residentialiE)_rtgage orIginator before tl?closing 0175 
loan, that is inthca-1iclae—diI1-\-V-l1I).le‘c)r_irI part as payment for the originator’s services in finding 
or attempting to find a loan for a borrower. Advance fee does not include pass—through 
Tees or commitTneTo;eYte-hd?d_lock fees or other feesas‘cle?'rn_i1ied by the commission- 
Cf. 

Subd. BORROWER. “Borrower” means a person or persons applying for a resi- 
dential mortgage loan, a mortgagor, o_r th_e person grpersons o_n whose behalf the activi- 
tifl subdivisions E E _2g gd Q ge conducted. 

Subd. 5. CLOSING. “Closing” means either or both of the following: ( 1) the pro- 
cess wherefi the real estate contract between a buye?aE s_e1le—ris consummiltefiafiii 
Wfprocess whe§éW the documents creating a securi6r_ii1terest in_ real property becorfi 
efTective between thefiirrower and the lender. 

——- 
Subd. COMMISSIONER. “Commissioner” means _th_e commissioner of com- 

merce. 

Subd. 7. EMPLOYEE. “Employee” means an individual who is treated a_s an e_n_1-_ 
ployee by thzresidential mortgage originator or sericer for purposes ofcompliance with 
federal income E laws. 

Subd. 8. ESCROW ACCOUNT. “Escrow account” means a trust account that 
established_z1_r1_d maintained 9 hold funds received from a borrower, such a_s £a_l estate 
taxes and insurance premiums, incurred in connection with the servicing of the mortgage. 
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Subd. 9, EXEMPT PERSON. “Exempt person” means a person exempt from resi- 
dential mortgage originator licensing requirements, @ a person exempt from residen- 
ti_al_ mortgage service licensing requirements. 

Subd. 10. FINANCIAL INSTITUTION. “Financial institution” means a bank, 
banka1Td_tiu_sEtrust company with banking powers, savings bank, savings association, or 
credit union, organized under the laws of this state or the United States; a Minnesota host 
stamaranch of an out—of—state§aE—?lErt&edE-nnfasprovided for in section 49.41E 
ilfistrial @ an_d_ under chapter gr Zfagulated lender unjclezr chapter E 
term “financial institution” also includes a subsidiary or operating subsidiary of a finan- 
cfijinstitution or of a bankdholding conipany as defmed in the federal BanlTI-_Iolding 
C—o_mpany Act, {E11785 States Code, title 12, sectfih 1841 gt s—eqTfthe subsidiary or oper— 
ating subsidiary can demonstrate to the satisfaction of the commissioner that rel- 
lated and subjectg active and onfifi oversight andsfiiervision by a fe—de_r-al banking 
aErIcy_,as defined_in the Federal Deposit Insurancexct, United Stateséode, title 12, sec- 
tion 1811 et seq., or the commissioner. 

Subd. LENDER. “Lender” means a person _v_v_lro makes residential mortgage 
loans including 3 person _v\_/hp provides table funding. 

Subd. 12. MAKING A RESIDENTIAL MORTGAGE LOAN. “Making _a_ resi- 
dentialhhb-rgage loan” means for compensation or gain, or the expectation of compen—s; 
tion or gain, to advance funds or make a commitment to ac?/ance funds in connection with 
a residential mortgage. 

Subd. MORTGAGE BROKER; BROKER. “Mortgage broker” E “broker” 
means a person y_v_h9_ performs die activities described subdivisions 1_4% 

Subd. 14. MORTGAGE BROKERING; BROKERING. “Mortgage brokering” 
or “brokerir? means helping to obtain from another person, for a borrower, a residential 
mortgage loan or assisting a borrower in obtaining a residential mortgage loan in return 
for considfmrfi to be paid by the borrower or lender or both. Mortgage’-bmkering or 
W)kering inc1udes,‘lfitF1ot—1_i1?li_ted ‘to, soliciting, plachlg, or negotiating a residentifi magerzai-“—‘— ‘ " * 

Subd. NET WORTH. “Net worth” E th_e meaning given section 58.07. 

Subd. PERSON. “Person” means 
_a 
natural person, firm, partnership, limited 

liability partnership, corporation, association, limited liability company, E other form o_f 
business organization El th_e officers, directors, employees, E agents o_f th_at person. 

Subd. 17. PERSON IN CONTROL. “Person in control” means any member of 
senior manzfgement and other persons who possess, directly or indirect1—3-z,_the powerfi 
direct or cause the di@ion of the managjnent policies of an applicant or licfilsee unde_r 
this chapter, regardless of wH3t—lEr the person has any ownership interesfin the applicant 
Ficensee. Control is presumed to eftist if a pegnidirectly or indirectly, Fwfi, controls, 3 holds with power to vote ten percent or more of the voting stock of an applicant or li- 
Eén”.c.E€6E6Et personwlflwfi, control; or holdjami power to votefien percent or 13To?é 
o_f E voting stock o_f a_n applicant E licensee. _“ 

Subd. RESIDENTIAL MORTGAGE LOAN. “Residential mortgage loan” 
means a IE made primarily _f9r personal, family, gr household E and secured primari- 
ly by either at (1) mortgage on residential real property; or (2) certificates of stock or other 
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evidence of ownershipinterest Ltd proprietary lease from corporations, partnerships, 
or other fcTms of business organizations formed Q Q purpose o_f cooperative owner- 
s—h_ip pf residentfil % property. 

Subd. 19. RESIDENTIAL MORTGAGE ORIGINATOR. “Residential mort- 
gag originzrn” means a person who, directly or indirectly, for compensation or gain or 
in expectation of compensation or gain, solicitsor offers to sficit, or accepts or_o@t_o 
accept an applEation for a resicgntial mortgage_loan thr—ough any—medium 6:‘ mode of 
communication from fiiorrower, or makes a resicfenfial mo1t_g§ge loan. “Eesidentiai 
mortgage originator” includes a lerfier as defined in subdivision 11 and a broker as de- 
fined 13 subdivision g ‘ “ ’ —*” ““ 

Subd. 20. RESIDENTIAL MORTGAGE SERVICER; SERVICER. “Residen- 
tial mortgageservicer” or “servicer” means a person who engages in the activity of servi- @ a residential mortgage as defined subdivision 

_— - 
Sllbd. 21. RESIDENTIAL REAL PROPERTY; RESIDENTIAL REAL ES- 

TATE. “Re§dentia1 real property” or “residential real estate” means real property im- 
proved or intended tofiimproved by—a structure defgied principally fFr_the occupanTy 
of from_one to four_faiiiilies. 

_— — _— 
Subd. 22. SERVICING; SERVICING A RESIDENTIAL MORTGAGE. “Ser- 

vicing” or ‘?e—rvicing a residential mortgage loan” means through any medium or mode 
of commTmicatio'n the_collection or remittance for, or the right or obfigation to calect or 
Emit for 2_1 lender, rfirtgagee, n_o_t—<_e_ owner, noteE<Er,?rffiperson’s own_account,E 
paym<Es, interest, principal, £1 escrow items such as insurance an_d taxes E’ property 
subject to 3 residential mortgage loan. ’ 

Subd. 23. SOLICITING, PLACING, OR NEGOTIATING A RESIDENTIAL . 

MORTGAGE LOAN. “Soliciting, placing, or negotiating a residential mortgage loan” 
means for compensation or gain or expectation_of compensation or gain, whether directly 
or indirectly, accepting or offering to accept an application for a residential mortgage 
Han, assisting, or offering_to assist a Eorrower in_app1ying for a'f&i_dential mortgage loan, 
or negotiating or offering to negotiate the terms or conditions of a residential mortgage 
loan with a lenaer on behaTf of a borrower. 

—_ — —
A 

Subd. 24. TABLE FUNDING. “Table funding” means a closing or settlement at 
which a resicfintial mortgage loan is funded by a lender by way of a contemporaneoig 
advance of residential mortgag—eloa-n f_unds filflan assigKr_ne71t_of_tlie residential mort- 
Egg @_t(_) th_e lender advancinfiie funds: 

_ —— 
Subd. 25. TRUST ACCOUNT. “Trust account” means a negotiable order of with- 

drawal acctinit, demand deposit, or checking account maintained for the purposeqof seg- 
regating trust funds from other funds. A “trust account” must not alfiwmt-lie financial insti- 
tution it right of set—off against _tl_1_e money owed by me account holder. 

Subd. 26. TRUST FUNDS. “Trust funds” means funds received Q a residential 
mortgage ori—ginator or servicer in a fiduciary capacity for later distributionrsuch as ap- 
praisal or credit reporT fees, taxegdr insurance pre1niurrK'i-7u‘st funds includg-cT)frTrfn.'t7 
ment, lcik, extended 1<_)c-lirfld advance fees. 

Sec. 3. [58.03] CLASSES OF LICENSE. 
The commissioner may issue fie following classes of license under chapter: 
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g_1_)_ g residential mortgage originator license; an_d 

Q a residential mortgage servicer license. 
Sec. 4. [58.04] LICENSING REQUIREMENT. 
Subdivision 1. RESIDENTIAL MORTGAGE ORIGINATOR LICENSING 

REQUIREMENTS. (a) Beginning August 1, 1999, no person shall act as a residential 
mortgage originator, orrnake residential morfgagToa—n§ withoutTrst olitahiing a license 
from th_e_ commissioner according t3 me licensing procedures provided chapter. 

Q The following persons are exempt from E residential mortgage originator 
censing requirements:

‘ 

Q an employee of one mortgage originator licensee or one person holding 3 certifi~ @ o_f exemption; 
(_2_)_ a person engaged solely commercial mortgage activities; 

92 a person licensed § 3 Ea_1- estate broker under chapter 8_2_, and a_n_ individual 
censee _w_ho licensed t_o th_e broker 

(i) the individual licensee acts only under the name, authority, and supervision of the 
broker t3 whom E licensee licensed; 

(ii) the broker obtains a certificate of exemption according to section 58.05, subdivi- 
sion 2; 

the broker does E collect a_n advance tee Q residential mortgage—re1ated 
activities; _a_n_d 

g_i_\Q me residential mortgage origination activities fie incidental tg th_e E estate 
licensee’s primary activities a_s a _rea_l estate broker o_r salesperson; 

E12 3 person making E more than % residential mortgage loans with own 
funds, during any 12-month period; 

§_5)_ a financial institution § defined section 58.02, subdivision 

(9 an agency o_f E federal government, _o_r of 3 state or municipal government; 
Q_)_ an employee o_r employer pension plan making loans only t3 participants; 

(8) a person acting in a fiduciary capacity, such as a trustee or receiver, as a result of a 
specific order issued by a_ court of competent jurisdiction; or 

(9_) a person exempted by order of tlfi commissioner. 
Subd. 2. RESIDENTIAL MORTGAGE SERVICER LICENSING RE- 

QUIREMENTS. (a) Beginning August 1, 1999, no person shall engage in activities or 
practices that fall vmhin the ‘definition o_f7servici@ a residential mortgage loan” unde_r 
section 52T()_2,Ebdivision—22, without first obtaining a license from the commissioner 
according t_o E licensing procedures pgided _tlE_chapter.

— 
(b) The following persons are exempt from the residential mortgage servicer licens- 

i_rig_ requirements: 
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Q E person licensed a_s a residential mortgage originator; 
Q_) Q employee p_f £3 licensee o_r one person ‘holding a certificate of exemption 

based 2 Q exemption under subdivision; 

Q_) a person engaged solely commercial mortgage activities; 

Q a person servicing loans made with its own funds, no more than five such loans 
are made in any 12-month period; 

(5_) 3 financial institution as defined section 58.02, subdivision 

@_ an agency o_f t_he federal government», o_r o_f :_1 state o_r municipal government; 
(_'7_) an employee gr employer pension plan making loans only 9 participants; 

(8) a person acting in a fiduciary capacity, such as a trustee or receiver, as a result ofa 
specific order issued by a court of competent jurisdiction; pr Q a person exempted Q order 9ffl1_e commissioner. 

Subd. CONDUCTDI G BUSINESS UNDER LICENSE. No person required t_o 
_l;§ licensed under this chapter may, without a license, do business under 2_1 name or ti_tlt_e gr 
circulate gr fie advertising pr make representations Q ge information to a person, mat 
indicates g reasonably implies activity within @ scope 9_f chapter. 

Subd. APPLICABILITY TO BANKS AND CREDIT UNIONS. Except gn- 
section 58.13, this chapter does not apply to abank, savings bank, savings association,g 
credit union subject t_o supervision by either a federal regulatory agency o_r t.l1_e commis- 
sioner. 

Sec. 5. [58.05] EXENIPTIONS FROM LICENSE. 
Subdivision 1. EXEMPTION FROM LICENSURE. An exempt person as de- 

fined by section SSTO4, subdivision 1, paragraph (b), and subdivision 2, paragraph—(b),$ 
exemtf from the licensing requirements of this cE1pte_r,_but is subjectto all other [TWE- 
s_i'gr§ of ciiapter. 

— _—‘ _- 
Subd. 2. ELIGIBILITY FOR EXEMPTION. To qualify as an exempt person, a 

person, except an employee exempt under section 5851, subdivfiiori 1, paragraph (b)_, 
clause (1), or sufiiivision 2, paragraph (b), clause (2),. or an individual r.-31 estate licenfi 
exempt under section 58.04, subdivision 1, paragraph (b), clause (3), must obtain a certif- 
icate of exemption from the commissioner. A certificate of exemption will be issued upon 
the person’s filing, on a form provided by the commissioner, a statement indicating the 
%is on which the e_xefnption is claimeTan_d—,—if applicable, the name and address ofE 
state 0T federal Yegulatory agency or bodfi which complahtts regar_cl—ing the pergfi’-5 
residential mortgage originating o_r_servicing activities _n£y E directed. _' 

Sec. 6. 
_ 
[58.06] APPLICATION REQUIREMENTS FOR RESIDENTIAL 

MORTGAGE ORIGINATORS AND SERVICERS. 
Subdivision LICENSE APPLICATION FORM. Application Q5 :1 residential 

mortgage originator -E a residential mortgage servicer license must Q writing, under 
oath, and 52 a form obtained from an_d prescribed by tlfi commissioner. 

Subd. APPLICATION CONTENTS. Th_e application must contain the name 
and complete business address o_r addresses o_f % license applicant. I_ft_hE license appli- 
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cant is a partnership, limited liability partnership, association, limited liability company, 
corpdration, or other form of business organization, the application must contain the 
names and complete business addresses of each partnefinember, director, and principal 
officer.'_The application must also includaidescription 9f the activities of @_licenseE 
plicant, in the de@ a_n_cl for fieriods th_e commissioner E require. E application 

a_1_s§ih_clude a_ll of E5 following: 
@ gr affirmation under gag E the applicant: 
Q maintain competent staff an_d adequate staffing levels, through directE 

ployees g otherwise, t_o meet th_e requirements <_)_f chapter; 

(2) will advise me commissioner 9_f a_r_1_y material changes t_o the information sub- 
mitted me most recent application within ten days o_f t_h3 change; 

(3) will advise the commissioner in writing immediately of any bankruptcy petitions 
filed against g b_y Q applicant E‘ licensee; 

32 financially solvent Ed compliance with n_et worth requirements; 

9 complies with federal _2£l_(_l_ state ta_x laws; 
Q complies sections 345.31 t_o 345.60, th_e Minnesota unclaimed property 

law; and 

Q2 o_r that _a person control _o_f file license applicant at least 3 years gE 
Q) information as to the mortgage lending, servicing, or brokering experience of the 

applicant and persons control pf t_h_e_ applicant; 

(c) information as to criminal convictions, excluding traffic violations, of persons in 
control of the license applicant; 

(d) whether a court of competent jurisdiction has found that th_e applicant or persons 
i_n control o_f th_e applicant have engaged in conduct evidencing gross negligence, fraud, 
misrepresentation, or deceit in performing_ an act for which a license is required under this 
chapter; 

(e) whether the applicant or persons in control of the applicant have been % subject 
of: an order o_f slfiension or revocation, cease and desist order, or—ii1TuhcTve order, or 
Ede? barring involvement inan industry or protfifion issued by tTis or another state o_r 
federal regulatory agency ofisythe Secretary of Housing and Urbanfigelopmentfithi E ten——year period immediately preceding submission fire application; an_d 

_(_f2 other information required lg th_e commissioner. 
Sec. 7. [58.07] NET WORTH FOR ORIGINATORS AND SERVICERS. 
Subdivision REQUIREMENT. Q licensee who issued a residential mortgage 

originator license shall maintain a minimum net worth of $25,000. Q licensee who is is- 
sued a residential mortgage servicer’s 1icense—sshall maintain a minimum net worth of 
$250,000. 

_ j _ 
Subd. COMPUTATION. flit worth must be computed according t_o generally 

accepted accounting principles g must reflect E adjustment t_o E worth required b_y 
_tl_1_e Government National Mortgage Association. 
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Subd. 3. CERTIFIED FINANCIALS. The commissioner may require the submis- 
sion o_f financial data audited by an independent certified public accountant when 
considered necessary E an investigation o_r examination. 

Sec. 8. [$8.08] BONDS; LETTERS OF CREDIT. 
Subdivision 1. REQUIREMENT OF RESIDENTIAL MORTGAGE ORIG- 

INATORS. A resfiiential mortgage originator licensee shall continuously maintain a 
surety bond 6} irrevocable letter of credit in an amount n-5tTe—ss than $50,000 in a form 
approved byme conunissioner, isfied by an-qirgurance cofi)aWoTnk authori?er_l at 
so in this state. The bond must be available for the recovery of expenses, fines, and fees EvE% the comTussioner undE this chapter_,— and for losses E damages incurre% ER 
rowers as the result of a licensee’s noncompliance with the requirements of this chapter, 
sections_3fD.43 t_g‘3§5D.48, and 325F.67 Q 325F.69,3_Ebreach o_f confiéf.” 

The bond o_r irrevocable letter o_f credit must be submitted with E originator’s 
cense application, and evidence of continued coverage must be submitted with eachE 
newal. Any changefifi bond o_—r' letter of credit must b_e submitted Q approval by the 
commissioner, within ten days of its execution. 

Subd. 2. REQUIREMENT OF RESIDENTIAL MORTGAGE SERVICERS. 
A residentizfmortgage servicer licensee shall continuously maintain a surety bond or in 
revocable letter of credit in an amount not-less than $100,000 in a fon—n approved by_fl_1e 
commissioner, issued by Inhisurance WW bank authogzetftbdo so in this—sIaIe-. 
The bond must be avamfi for the recovery ofgxpenses, fines, andfi:_e§—1e—vi$byI11_e 
$1missioner urfier this chapter,Ed‘for losses_or damages incurrefiygrowers 517 ott: 
er aggrieved parties as the result of a licensee’s noncompliance with the requirements of 
Wis chapter, sections_32fi).43 to_3lZ_5D.48, and 325F.67 to 325E§,()?b_reach of contract 
r—eEting t_o activities regulatedEy chapter. 

Llfibond or irrevocable letter ‘of credit must be submitted with the servicer’s license 
application and evidence of continued coverage must be submitted with each renewal. 
Any changeinuthe bond orhatter of credit must be subm1Ted for approym)y—the commis- 
E95;_v£11i§t6—ndays°fits91<:°_u_ti2r: 

_ _ _ 
Subd. EXEMPTION. Subdivisions l and 2 do not apply to mortgage originators 

or mortgage servicers who are approved as seller/ servicers by the Federal National Mort- 
gage Association <_)£ E Federal Home Loan Mortgage Corporation. 

Sec. 9. [58.09] TERM OF LICENSE. 
Initial licenses for residential mortgage originators and residential mortgage servic- 

gs issued under chapter expire o_n_ J_uly 111 2001, Ed § renewable Q August 1, - 

2001 , El Q August 1 o_f each odd—numbered year after that date. A new licensee whose 
license expires less 12 months from the date of issuance shall pay a fee equal to one— 
half the applicable initial license fee set forth in section 58.10, subdivision 1, clause (1) orQ 

Sec. 10. [5s.10] FEES. 
Subdivision AMOUNTS. The following his must be paid to the commissioner: 
Q E E initial residential mortgage originator license, $800; 
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(2) for a renewal license, $400; 

Q2 fgr E initial residential mortgage servicer’s license, $1,000; 
@_ fo_r a renewal license, $500; 
(5_) license service feis a_s get forth chapter an_d 

(6) for a certificate of exemption, $100. 

Subd. FORFEITURE. All fees are nonrefundable except that an overpayment of 
a fie must be refunded upon proper application. 

Sec. 11. [58.11] LICENSE RENEWAL. 
Subdivision TERM. Licenses are renewable on August 1, 2001, and on August 1 

of each odd—numbered year after that date. 

Subd. 2. TIMELY RENEWAL. (a) A person Whose application is properly and 
timely filedT£ has not received notice? denial of renewal considere_d approved for 
renewamfl the persdfr may continue to transact business as aresidential mortgage orig: 
nator or servicer whether-B-1‘ not the renewed license IE been received on or before Au- E13 the renewal gfippliition for renewal of a 1iEe consideredtimely ffi 
if rec_ei_v'ejby the commissioner by, or—n_1ailed with_proper postage and postmarked by, 
Tuly 15 of therehewal year. An fi>p1_ication foE1ewal considere—d properly file<l—if 
—Ir3de~up_o-n~§)~rrns E execugl and sworn tofaccompanied by fees prescribed 
chapter, an_d containing E inforrTation @7113 comrnission§reT1u_ires. H I‘ 

(2 A person who fails to make a timely application for renewal of a license an_d who 
l_1z1_s n_ot: received the renewal license as of August 1 of the renewal year is unlicensed until 
the renewal license has been issued by the commissioner and is received by the person. 

Subd. 3. CONTENTS OF RENEWAL APPLICATION. Application for the re- 
newal of anexisting license must contain the information specified in section 5§T05,—su_l5: 
division-f however, only the requested information having changed—from the most regnt 

application neafl be submitted. 

Subd. CANCELLATION. A licensee ceasing E activity 95 activities regulated 
ll chapter gig desiring to pg longer be licensed shall E inform E commissioner 
writing id, a_t E same time, surrender the license and all other symbols or indicia of 
licensure. '_I‘_iE licensee shall include a p1aTf_or Q3 wmlrfiaval from regulate_d business, 
including a timetable Q fie disposition o_f E business. 

Sec. 12. [58.12] DENIAL, SUSPENSION, REVOCATION OF LICENSES. 
Subdivision POVVERS OF COMMISSIONER. (a) The commissioner may by 

order tali E E Q o_f @ following actions: 
Q b_ar a person from engaging residential mortgage origination E servicing; 
(_22 deny, suspend, Q revoke 2_1 residential mortgage originator gr a servicer license; 
Q censure a licensee; 
Q impose a civil penalty as provided for section 45.027, subdivision or 
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Q revoke £1 exemption E“ certificate o_f exemption. 
Q _II_1 order to % th_e action paragraph (1), E commissioner must find: 
Q _t_h_at E order the public interest; Ed 
(_%)_ t_lLat the residential mortgage originator, servicer, applicant, E other person,Q 

officer, director, partner, employee, Q agent or any person occupying a similar status or 
performing similar flmctions, or a person in control of the originator, servicer, applicaifi, 
or other person has: - 

Q violated a_rg provision o_f chapter g rule g order under chapter; 

(ii) filed an application for a license thatis incomplete in any material respect or con- 
tains a statement that, in light of @ circumstances under which it made, false o_r mis- 
leading with respect to a material fact; 

failed to maintain compliance with th_e affirmations made under section 58.06, 
subdivision

O 

£i_\_/2 violated :3 standard o_f conduct o_r engaged _a fraudulent, coercive, deceptive, Q dishonest a_ct g practice, whether E n_ot me got or practice involves the residential 
mortgage lending business; 

Q/2 engaged in an act or practice, whether or not the act or practice involves the busi- 
ness o_f making 3 residential mortgage loan, mat demonstrates untrustworthiness, finan- g irresponsibility, gr incompetence; ' 

£vi_)_ pled guilty, with o_r without explicitly admitting guilt, pled nolo contendere, o_r 
been convicted of a felony, gross misdemeanor, or a misdemeanor involving moral t_urpi- 
tude; 

' i __ 

(vii) paid a civil penalty o_r been 93 subject o_f disciplinary action Q the commis- 
sioner, or an order of suspension or revocation, cease and desist order g injunction order 
or order barring involvement in an industry or profession issued by this or any other state 
9? federal regulatory agency E-Ti E Secretary o_f Housing £3? U311? fie-velopment; 

(viii) been found Q a court of competent jurisdiction to have engaged conduct 
evidencing gross negligence, fraud, misrepresentation, o_r deceit; 

(ix) refused to cooperate with an investigation or examination by t_h3 commissioner; 

Q9 failed to pg E E g assessment imposed Q E commissioner; or Q failed to comply with state and federal Lax obligations. 
Subd. 2. ORDERS OF THE COMMISSIONER. To begin a proceeding under 

this section,The commissioner shall issue an order r’equiring_the‘s-11_bj'fiect of the procefig. 
to show cause why action should not be taken against the person according to this section. 
The order must becalculated to give reasonable notice of the time and place for the hear- 
iT1g—and must state the reasons forentry of the order. ’I_‘11§<Wn1iEo§na—y WE 
su_m—rErimus—pEd_a‘license orEemption(EummanT>ar a frorK5g?ging in 
residential mortgage_originati§1 or servicing: pending a 5:51“ determination of an order5 
show cause. If a license or exemption is summarily suspended or if the person sum- 
marily barred_fFom E ifiolvement residential mortgage gr business, pending 

New language is indicated by underline, deletions by strikeout-

Copyright © 1998 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



~~ 

549 LAWS of MINNESOTA for 1998 Ch. 343, Art. 1

~ 

~~~

~ 

~~~

~
~
~
~
~
~ 

final determination of an order to show cause, a hearing on the merits must be held within 
féflays of the issua§:a)f the order of summary suspen§)n or bar. All hearings must be 
Endiicted uT1der chapter—14T.—After thehearing, the comrriissicniefiimenter an omE:Hiis_- 
posing of the matter as the facts require. If the subject of the order fails to appear at a haa? 
ing after having been duly notified of it, the person is considered in default, and the pro- 35% may be c—le‘t.err_r1_i1Ed againstfligstfiect o_f E order upon cSnsideratioTo_fT1c=.(>T E t_o flame, gig allegations if‘?/hich mg 13 considered to be £1‘_l_l_6_; ——-E 

Subd. 3. ACTIONS AGAINST LAPSED LICENSE. If a license or certificate of 
1-apses, is surrendered, withdrawn, terminated, or otherwise becomes ineffec- 

tive, the corninissioner may institute a proceeding under_this subdivision within two 
yeai7saEe1' the license or cerfificate of exemption was last efffive and enter a IBVOCEEWI 
or suspension order as of the last date on which the license or certificate of exemption was

' 

in effect, and may impose a civil penalty as provided for in this section or section 45 Im, 
sT1bdivisi$1_§

— 
Sec. 13. [58.13] STANDARDS OF CONDUCT. 

~~~

~
~
~~~
~~ 
~~

~ 
~~ 

~~~ 
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Subdivision GENERALLY. Er person acting g a residential mortgage origina- 
Eir pr servicer, including a person required t_o E licensed under chapter, E EE 
so_n exempt from licensing requirements o_f chapter under section 58.04, shall: 

(1) fail to maintain a trust account to hold trust funds received in connection with a 
residé?1'tiZf1"mT>rt,g”"z§'gé”1E>"aY1;”_——j_ 

1: 
Q fzfl t_o deposit _al_l trust funds irfl a trust account within three business days pf 

receipt; commingle trust funds with funds belonging to tlfi licensee or exempt person; _or E trust account funds E E purpose other than mat fo_r which they E received; 
_(_32 unreasonably delay the processing of a residential mortgage IE application, or 

the closing of a residential magage loan. F5? purposes of this clause, evidence of unrea: 
's'5-nable delay includes but is not limited tofise factors identified in section 47.206, sub- 
division L clause _— _~ 
@ Q to disburse funds according t_o contractual pr statutory obligations; 

(5) fail to perform conformance with written agreements with borrowers, in- 
vestors, other licensees, or exempt persons; 

g_6_) charge a @ for a product _c_>r service where _tl§ product g service _n<_)t actually 
provided, gr misrepresent th_e amount charged by or paid to a third party E a productE 
service; 

(7) fail to comply with sections 345 .31 to 345.60, the Minnesota unclaimed property 
law; 

Q2 violate a_n_y provision 0_f any other applicable state E federal Lrv_v regulating resi- 
dential mortgage loans including, without limitation, sections 47.20 t_o 47.208; 

(9) make or cause to be made, directly or indirectly, any false, deceptive, or mislead- 
in_g statement 95 representation in connection with a residential loan transaction includ- 
ing, without limitation, a false, chaceptive, or rr—1i's—l'<-zzfding stateme—-ntflor representation re- 
fiiing me borrower’s ability to qualify fiffly mortgage product?"

— 
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(10) conduct residential mortgage loan business under a_n__y name other than Qatgn: 
dg which Q license gr certificate o_f exemption was issued; 

(1 1) compensate, whether directly or indirectly, coerce or intimidate an appraiser for 
the purpose of influencing the independent judgment of the appraiser with respect to the 
vine of real-"estate that is tfie covered by a residential Engage or ifiing offered} 
%iEy‘ Ecfiording @3fiEafion for a_re:_sidential mortgage loan? ~ _ 

(12) issue any document indicating conditional qualification or conditional approv- 
al fo1Tre:sidenfi_Jmongage loan, unless the document also clearly indicates that final 
qualification pr approval not guaranteetfgd may be subject ti) additional r51-i_ew; Q make o_r assist making any residential mortgage loan with E intent th_atE 
loan n_ot E repaid E1 t_h_2g the residential mortgage originator obtain tit_1e't(_) t_h3 
property through foreclosure; 

(14) provide or offer to provide for a borrower, any brokering or lending services 
underEarrangemei1tvv———it—l1a—person 0% than a licensee—5r exempt per_son, provided that 
a person may rely upon a written representation by the residential mortgage originior 
__th_at _i-_r1_<':t>rn:;)1iance E licensing requirements g this chapter; 

(15) claim t_o represent a_1~ licensee g exempt person, unless _the_ person E em- 
ployee o_f§1_e licensee g exempt person Q unless me person l_1z_as entered into a written 
agency agreement with the licensee or exempt person; 

QQ _fail_ to comply with E recordkeeping a_nd notification requirements identified 
i_n section 58.14 E fag to abide by the affirmations made E the application fog licensureg 

(17) represent E tlg licensee or exempt person acting Q Q3 borrower’s agent 
after providing me non—agency disclosure required by section 58.15, unless the disclo- 
sure is retracted and the licensee E exempt person complies with Q o_f Q requirements 
o_f—seEtion 58.16;—__— 

(18) make, provide, or arrange for a residential mortgage loan that is of a lower in- 
vestngrn grade if the borrbwefs credit score or, if the originat(Td(En3t_uti_1ize crefi 
scoring or if a cred? score is unavailable, thenToii'1p2Trable undervEng'data, indicates 
that the E>r_ro_vver may qualify for a residenfi mortgage loan, available fr%)r through 
mT<)Eginator, thaE)f a higherinvestment grade, unless the borrower is infcfmed that E borrower IIW for a higher investment grade l(Fn with a lov7er interest Q5 
Edl or lower Eount points, and consents in writiiifiraelptofdlie lower investrnofi 
grade loam 

— _ — — *- 
For purposes of this section, “investment grade” refers to a system of categorizing 

residential mortgage 1B?1s in which the loans are: (i) commorfyreferred :3 as “prime” or 
“subprimeg” (ii) common1y_designated by analplfibetical character with~“—K” being the 
highest invesfient grade; and (iii) are dis_tirEuished by interest rate oEcEtEtsE 
both charged to the borrov\T,Wicl—1-vary accordin,«g_to the degTeof perceived risk o_f fink based Fnfictors such as the borFo_wer’s creditfirfiiding credit score and*cr_ecFt 
patterns, incofi and enE)l5yI~ne_r1—t history, fl ratio, loan—t0—value ratio, E prior 
bankruptcy or fore_cl3sure; 

Q22 make, publish, disseminate, circulate, place before E public, or cause to be 
made, directly o_r indirectly, any advertisement or marketing materials of any type, or any 
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statement or representation relating to the business o_f residential mortgage loans gait 
false, deceptive, or misleading; 

(20) advertise loan types or terms that are not available from or through the licensee 
or exempt person orrhe date advertised, or on th—e—date specified infire advertisement. E05 
purposes of this clause, advertisement includes, but is not limited to, a list of sample mort- 
gage terms, including interest rates, discount points, and closing costs provided by li- Eees or exempt persons to a print or electronic mediug that presents the informatio_nE 
gig public; Eng 

(21) use or employ phrases, pictures, return addresses, geographic designations,E 
other means tliat create the impression, directly _o_r indirectly, _t_l_1at a licensee 93 other per- 
son is a governmental agency, or is associated with, sponsored l3_y, gr ar1_y manner con- 
Kebtedh-to, related t_o_, gr endorsed lly_ a governmental agency, E not the case. 

Subd. 2. STATEMENTS, REPRESENTATIONS, OR ADVERTISING. A 
statemerf representation, or advertisement is deceptive or misleading if it has the capac: 
ity or tendency to deceive o_f mislead a borrower or potenfial borrower. The commission- 
gshall consider the follovdng factors in deciding}/hether a statement, representation, or 
advertisement is deceptive or misleading: the overall impression that the statement, rep- 
resentation, or advertisement reasonably crce—ates; the particular tylflf audience to wlTiE 
it is directed; and whether it may be reasonably comprehended by the segment of the pub- 
1i_c t_o which directed. . 

Sec. 14. [58.14] RECORDKEEPING AND NOTIFICATION REQUIRE- 
MENTS. 

Subdivision CHANGE IN LICENSING DATA. A licensee must advise th_e 
commissioner gt‘ ag material changes t_o the information submitted i_n_ th_e most recent 
license application within te_n days of me change. 

Subd. NOTICE OF BANKRUPTCY PETITIONS. _A_ licensee pr person \_rv_ho IE been issued _a certificate o_f exemption must advise th_e commissioner writing 
mediately _o_t_‘ §n_y_ bankruptcy petitions filed against g b_y th_e licensee. ' 

Subd. 3. DOCUMENTATION AND RESOLUTION OF COMPLAINTS. Ali- 
censee or efiempt person must investigate and attempt to resolve complaints made_r; 
garding-‘acts or practices subject to the prowflons of thE chapter. If a complaint is F-T 
ceived irWiti_ng, the licensee or eifer-Hpt person musTm_ai-ntain a fi1e?o_ntaining all {Rafi 
§a1_s relating 59 gig comp1aintE_1d subsequent investigation gag a-period _of g finths. 

Subd. TRUST ACCOUNT RECORDS FOR MORTGAGE ORIGINA- 
TORS. A residential mortgage originator shall keep and maintain for 26 months a record 
of all trufi funds, sufficient to identify the transa_c:'t—i'o—I1_,.<late and sourF3 Ereceipt, and date @ identification o_f disbursement. —" 

Subd. RECORD RETENTION. A licensee E exempt person must keep an_d 
maintain for Ed months t_he business records regarding residential mortgage loans ap: 
plied E originated, g serviced tlg course o_f business. 

Sec. 15. [58.15] DISCLOSURE REQUIREMENTS FOR RESIDENTIAL 
MORTGAGE ORIGINATORS. 
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Subdivision 1. NON—AGENCY DISCLOSURE. If a residential mortgage origi- 
nator or exempt pegson does not contract or offer to contrafi t_o act as an agent of abog 
er, or accept an advance fee, it must, within 72 hours of accepting an application for a 
Esfiential mfigage loanfifiide the borrow—e_r with {written disclcgure as providedfiifi 
subdivision 

__ 1 _ _ _ 
Subd. 2. FORM AND CONTENT REQUIREMENTS. The disclosure must be a 

separate doalment, 8-1/2 inches by 11 inches, must be signed bfie bor‘rower?nd_nT1Is_t 
contain E following statement 17-point boldface_pII'nt: 

g‘ _— 

ORIGINATOR IS NOT ACTING AS YOUR AGENT IN CONNEC'I‘ION 
WITH OBTAINING A REsIDENTI'A'L MORTGAGE LOAN. WHILE WE 
SEEK To ASSIST YOU IN MEETING YOUR FINANCIAL NEEDS, WE‘ 
CANNOT GUARANTEE_THE LOWEST OR BEST TERMS AVAILABE g E MARKET. _ 
Subd. 3. ELECTRONIC APPLICATION DISCLOSURE REQUIREMENT. 

In case of ai1_ electronic residential mortgage application, the disclosure requirements of 
Eis—§—e—cti—orTir1ay be satisfied by providing-the disclosure st?ItEme‘nt as a separate screen?" 
Edi‘sclosuTe—rI1u_M be acknowledged E borrower before g apph7cation accepted. 

Subd. 4. EXEMPTION FROM DISCLOSURE REQUIREMENT. If the De- 
partment of—Housing and Urban Development adopts and implements a disclosure re- 
quiremenfior persons—(ffIering mortgage origination sefices that the coInmissioner Ii? 
termines toga substantially similar to the disclosure required ifilfiivision 2, licens% 
and exempfpersons complying witliffe HUD disclosure sh?ll be consideEd to have 
Enplied £13 requirements §_iTul—fcEv—i§(fis I fld 

_.- _ U _— 
Sec. 16. [$8.16] RESIDENTIAL MORTGAGE ORIGINATORS; STAN- 

DARDS OF CONDUCT FOR AGENCY OR ADVANCE FEE TRANSACTIONS. 
Subdivision 1. COMPLIANCE. Residential mortgage originators who solicit or 

receive an advancaee in exchange for assisting a borrower located in this s-ta.te_in obtair: 
ing a 10a? secured by a lien on residential real estate, or who offer to act as an agent of the 
W'r_()I7»?r'located iI1—flIis state in obtaining a loan secured by aIi§I1_oI1_re:—sicEIfia—lEa—l egtfi 
shall be considered to have created a fiduciary relationship with the borrower and shall 
comply E requirements o_f subdivisions 2 t_o 

Subd. 2. CONTRACT PROVISIONS. A residential mortgage originator who en- 
gages in thaictivities described in subdivision_1 shall enter into a written contrEwi_tH 
each bifrrfiver and shall provide fiopy of the w?it—t'eE7:ontrac?tO_e_ach«borrower at OH); 
Iflthe time of—re—<:?pfOf any feebFI7a_E1§3Eonsideration'pai(IfOEn7)rtgage ori§IHtE 
services. Llle written contract must: 

Q specifically describe die services t_o E provided Q E residential mortgage 
originator and if the originator collects an advance fee, the dates by which the services 

Q specifically identify whether E residential mortgage originator may receive 
compensation from sources other than % borrower connection with th_e loan transac- 
tion; 
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(3) state the total amount of commission Q compensation E th_e borrower agrees 
to pay for me residential mortgage originator’s services, o_r t_lE basis on which the com- 
pens ation b_e computed; 

(4) state the maximum rate of interest to be charged on any residential mortgage loan 
obtained; 

(5) contain a statement that notifies E borrower 91’ right t_o cancel E contract 
according to subdivision 3; and 

(6) disclose, with respect to the 12-month period ending ten business days before 
the dfi of the contract in questiohfie percentage of the mortgag<e—(>riginator’se1istomers 
fo—r whom loans have actually been funded as a resulfof the residential mortgage origina- 
517% services. 

___ 1 — _ — 
(L) I_f an advance fe_e solicited <_)_r_ received E contract must also: 
Q2 identify t_l_1_e_ trust account ii which _tE fees E consideration lg deposited; 

Q set forth LIE circumstances under which E residential mortgage originator 
be entitled to disbursement from the trust account; and 

(_3_) set forth tfi circumstances under which t_l1e_ borrower lg entitled t_o a refund 
2! all 9: m at th_e Ba 

Subd. CANCELLATION. A borrower who pays an advance fee, or who enters 
into a contract for residential mortgaé services a§§fi—t'_l“1Hsubdivisi<—>Ti’s.‘l—ar?d7, has an 
unconditional right to rescind the contract for residential mortgage origination services at 
any time until midnight of the third business day after the day on which the contract is 
s_igi1ed._C51c—ellation is ev_idTc<E/ the bo1‘row_efgiT/ir1g—wiin—en—nbtice of cmicellation to 
the residential mortgage originator at the address stated in the contract. Notice of can- 
Elation, if given by mail, is effectiVeu—pon deposit in a mail—box properly addre§<:d—t3 
the originator withpostage prepaid. Notice of cancel1a_ti5n need not take a particular forifi 
a—r1d is sufficient if it indicates by any form of written expression t_l1ce_ intention of the bor- 
Ks/e_r n_ot be bound by the conE1c_:fi\Io actof a ‘borrower or a residential mortgage origi- 
nator effictive t_oWaWe t_'h_e right to rescind Q provided subdivision. 

Subd. TRUST ACCOUNT. The residential mortgage originator shall deposit 
a trust account within three business days all fees received before the time a loan is actual- 
ly_ funded. The trust account must be a financial institution located within the state o_f 
Minnesota. 

Subd. 5. RECORDS. The residential mortgage originator shall maintain a separate 
record of allfees received forservices performed or to be performed as a residential mort- 
gage originator. Each record must set forth the date the funds are received; the person fin whom the funds are received; {E3 amou1'lt—recTi\/«:fi;- the date_o_f deposit in theescrow 
account, the account nu-mber, the dfie the funds are disbursfirfi the checfcfimber of 
the disbuisement, and a descri1§t'iT)1_1o—feEhE11Ement and thfistihfication for the dis: 
b—11rsement. 

—_ __ ———‘— 
Subd. MONTHLY STATEMENT. E residential mortgage originator shall 

provide t_o each borrower at least monthly e_1 detailed written accounting o_f ah disburse- 
ments o_f th_e borrower’s funds from gig trust account. 
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Subd. ‘DISCLOSURE OF LENDERS. E residential mortgage originator 
shall provide to each borrower at the expiration of the contract a list of the lenders or loan 
sources t_o whwom loan applications were submitted 92 behalf 1333 borrower. 

Sec. 17. [58.17] SCOPE OF CHAPTER. 
Subdivision RESIDENTIAL MORTGAGE ORIGINATOR SERVICES. 

This chapter applies when anoffer of residential mortgage origination services is made to 
a borrower in this state or when E residential mortgage originator is located in this state. 

Subd. _2_. RESIDENTIAL MORTGAGE SERVICING. 'I_‘h_e provisions 9_r _tl1_'_s 
chapter regarding residential mortgage servicing apply when the borroweris a resident of 
this state.

' 

Subd. 3. OFFER. For purposes of this section, an “offer” means any advertisement 
or solicitatiai of any typaincluding anadvertisemefior solicitation in newspapers and 
magazines, byr_naT by telephone, onglevision, on radE, or via the infimet or any ME 
electronic 1fie—dium oTmy kind, foTresidential rfirtgage on'g—ir1E)r service;me term 
“offer” excludes an?<lEisemer1t—g solicitation that specifically states £h_a_t t_h_e?rvE 
are not availablelo Minnesota residents. 

Sec. 18. REPEALER. 
Minnesota Statutes 1996, section 82.175, repealed. 

Sec. 19. EFFECTIVE DATES. 
Sections 1 to 11 and 17 are effective July 1, 1998. Sections 12 to 16 are effective July 

1, 1999. 

ARTICLE 2 

CONFORMING CHANGES 
Section 1. Minnesota Statutes 1996, section 47.206, subdivision 1, is .amended to 

read: 

Subdivision 1. DEFINITIONS. For the purposes of this section, the terms defined 
in this subdivision have the meanings given them. 

(a) “Lender” means a person or entity referred to in section 47.20, subdivision 1, a 
credit union, or a person making a conventional loan as defined under section 47.20, sub- 
division 2, clause (3), or cooperative apartment loan as defined under section 47.20, sub- 
division 2, clause (4), except that conventional loans or cooperative apartment loans in- 
clude any loan or advance of credit in an original principal balance of less than $200,000.‘ 
“Lender” also means a mortgage broker as defined in paragraph (c). 

(b) “Loan” means loans and advances of credit authorized under section 47.20, sub- 
division 1, clauses (1) to (4), and conventional loans as defined under section 47.20, sub- 
division 2, clause (3), or cooperative apartment loans as defined under section 47.20, sub- 
division 2, clause (4), except that conventional loans or cooperative apartment loans also 
include all loans and advances of credit in an original principal balance of less than 
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$200,000. “Loan” does not include a loan or advance of credit secured by a mortgage 
upon real property containing more than one residential unit or secured by a security in- 
terest in shares of more than one residential unit in a building owned or leased by a coop- 
erative apartment corporation. 

(c) “Borrower” means a natural person who has submitted an application for a loan 
to a lender. 

(d) “Interest rate or discount point agreement” or “agreement” means a contract be- 
tween a lender and a borrower under which the lender agrees, subject to the lender’s un- 
derwriting and approval requirements, to make a loan at a specified interest rate or num- 
ber of discount points, or both, and the borrower agrees to make a loan on those terms. 
The term also includes an offer by a lender that is accepted by a borrower under which the 
lender promises to guarantee or look in an interest rate or number of discount points, or 
both, for a specific period of time. 

(e) “Mortgage broker” includes: 

(1) a person who negotiates mortgage loans as described in section 82-.-117-, subdivi- 
sion4,elause(b%i£thepersendoesnotquali£yfortheexeeptionsetforthinseotion 
821-18, clause €o)§ performs or offers to perform the activities of “mortgage brokering” or 
“soliciting, placing, g negotiating a Esidential mortgage loan” § defined by chapter 5?; 
or 

(2) the employees of the a_ persons or 

(3)anyperson orfirmwhiehholdsitselfouttothepublieasarnortgagebroker,re- 
gardlessofwhetherthepersonorfiirmholdsalimiteelbrokerislioensepursuanttoseetion 
827-20; subdivision 4% described clause 

Sec. 2. Minnesota Statutes 1996, section 82.17, subdivision 4, is amended to read: 
Subd. 4. “Real estate broker” or “broker” means any person who: 

(a) for another and for commission, fee, or other valuable consideration or with the 
intention or expectation of receiving the same directly or indirectly lists, sells, ex- 
changes, buys or rents, manages, or offers or attempts to negotiate a sale, option, ex- 
change, purchase or rental of an interest or estate in real estate, or advertises or holds out 
as engaged in these activities; 

(b) for another and for commission, fee, or other valuable consideration or with the 
intention or expectation of receiving the same directly or indirectly negotiates or offers or 
attempts to negotiate a loan, secured or to be secured by a mortgage or other encumbrance 
on real estate, which is not a residential mortgage loan as defined by section 58.02, subdi- 
vision 18; 

(c) for another and for commission, fee, or other valuable consideration or with the 
intention or expectation of receiving the same directly or indirectly lists, sells, ex- 
changes, buys, rents, manages, offers or attempts to negotiate a sale, option, exchange, 
purchase or rental of any business opportunity or business, or its good will, inventory, or 
fixtures, or any interest therein; 

(d) for another and for commission, _fee, or other valuable consideration or with the 
intention or expectation of receiving the same directly or indirectly offers, sells or at- 
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tempts to negotiate the sale of property that is subject to the registration requirements of 
chapter 83, concerning subdivided land; 

(e) for another and for commission, fee, or other valuable consideration or with the 
intention or expectation of receiving the same, promotes the sale of real estate by adver- 
tising it in a publication issued primarily for this purpose, if the person: 

( 1) negotiates on behalf of any party to a transaction; 

(2) disseminates any information regarding the property to any party or potential 
party to a transaction subsequent to the publication of the advertisement, except that in 
response to an initial inquiry from a potential purchaser, the person may forward addi- 
tional written information regarding the property which has been prepared prior to the 
publication by the seller or broker or a representative of either; 

(3) counsels, advises, or offers suggestions to the seller or a representative of the 
seller with regard to the marketing, offer, sale, or lease of the real estate, whether prior to 
or subsequent to the publication of the advertisement; 

(4) counsels, advises, or offers suggestions to a potential buyer or a representative of 
the seller with regard to the purchase or rental of any advertised real estate; or 

(5) engages in any other activity otherwise subject to licensure under this chapter; 

(f) engages wholly or in part in the business of selling real estate to the extent that a 
pattern of real estate sales is established, whether or not the real estate is owned by the 
person. A person shall be presumed to be engaged in the business of selling real estate if 
the person engages as principal in five or more transactions during any 12-month period, 
unless the person is represented by a licensed real estate broker or salespersone; 

(g}e££emmmalesmorethanfiveleansseeuredbyrealestateduéngaayl%menth 
pefiedmdwheisnetabanlgsavingsbmlemumalsavmgsbmdgmsavmgsasseéafien 
ergamzedunderthehwsefthissm$mtheUnitedSmtes;§ustcempm5gHu$eempmy 
acéngmafidwiaggmemerfinméflmstfiufiwmbjeammesupenéfienefthewm 
nussienerefwmmereewrmefigageemkaderapprwedfieefiifiedbytheseaetmyef 
heusingandurbandwdepmemerapprwedmeefiifiedbytheadmimsaamefveterans 

fi9merappE9¥edereerfifiedbytheFederalHemeLeanM9Hgage€erpemfien;9rap- 

Sec. 3. Minnesota Statutes 1996, section 82.18, is amended to read: 
82.18 EXCEPTIONS. 
Unless a person is licensed or otherwise required to be licensed under this chapter, 

the term real estate broker does not include: 

(a) a licensed practicing attorney if the attorney complies in all respects with the 
trust account provisions of; this chapter; 

(b) a receiver, trustee, administrator, guardian, executor, or other person appointed 
by or acting under the judgment or order of any court; 

(c) any person owning and operating a cemetery and selling lots therein solely for 
use as burial plots; 
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(cl) any custodian, janitor, or employee of the owner or manager of a residential 
building who leases residential units in the building; 

(c) any bank, trust company, savings association, industrial loan and thrift company, 
regulated lender under chapter 56, public utility, or land mortgage or farm loan associa- 
tion organized under the laws of this state or the United States, when engaged in the trans- 
action of business within the scope of its corporate powers as provided by law; 

(f) public officers while performing their official duties; 

(g) employees of persons enumerated in clauses (b), (e), and (i), when engaged in 
the specific performance of their duties; 

(h) any person who acts as an auctioneer bonded in conformity with section 330.02, 
when that person is engaged in the specific performance of duties as an auctioneer, and 
when that person has been employed to auction real estate by a person licensed under this 
chapter or when the auctioneer has engaged a licensed attorney to supervise the real estate 
transaction; 

(i) any person who acquires real estate for the purpose of engaging in and does en- 
gage in, or who is engaged in the business of constructing residential, commercial or in- 
dustrial buildings for the purpose of resale if no more than 25 such transactions occur in 
any 12-month period and the person complies with section 82.24; 

(i) any person who is licensed as a securities broker—dealer or is licensed as a securi- 
ties agent representing a broker—dealer pursuant to chapter 80A and who offers to sell or 
sells an interest or estate in real estate which is a security as defined in section 80A.14, 
subdivision 18, and is registered or exempt from registration or part of a transaction ex- 
empt from registration pursuant to chapter 80A, when acting solely as an incident to the 
sale of these securities; 

(lc) any person who offers to sell or sells a business opportunity which is a franchise 
registered pursuant to chapter 80C, when acting solely to sell the franchise; 

(1) any person who contracts with or solicits on behalf of a provider a contract with a 
resident or prospective resident to provide continuing care in a facility, pursuant to the 
Continuing Care Facility Disclosure and Rehabilitation Act (chapter 80D), when acting 
solely as incident to the contract; 

(in) any broker—dealer or agent of a broker—dealer when participating in a transac- 
tion in which all or part of a business opportunity or business, including any interest 
therein, is conveyed or acquired pursuant to an asset purchase, merger, exchange of secu- 
rities, or other business combination, if the agent or broker—dealer is licensed pursuant to 
chapter 80A; 

(11) an accountant acting incident to the practice of the accounting profession if the 
accountant complies in all respects with the trust account provisions of this chapters; 

(o)apemonwhonegofiatesmortgageloansasdesefibedmsee§on82?14;subdiv} 
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bydieAdnunisaatme£31eFarmemHemeAdnfiais&miem@9apprevedereenifiedby 
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Sec. 4. Minnesota Statutes 1996, section 82.27, subdivision 1, is amended to read: 
Subdivision 1. The commissioner may by order deny, suspend or revoke any license 

or may censure a licensee if the commissioner finds (1) that the order is in the public inter- 
est, and (2) that the applicant or licensee or, in the case of a broker, any officer, director, 
partner, employee or agent or any person occupying a similar status or performing similar 
functions, or any person directly or indirectly controlling the broker or closing agent or 
controlled by the broker or closing agent: 

(a) has filed an application for a license which is incomplete inany material respect 
or contains any statement which, in light of the circumstances under which it is made, is 
false or misleading with respect to any material fact; 

(b) has engaged in a fraudulent, deceptive, or dishonest practice; 

(c) is permanently or temporarily enjoined by any court of competent jurisdiction 
from engaging in or continuing any conduct or practice involving any aspect of the real 
estate business; 

(d) has failed to reasonably supervise brokers, salespersons, or closing agents so as 
to cause injury or harm to the public; 

(e) has violated or failed to comply with any provision of this chapter or any rule or 
order under this chapter; 

(t) has, in the conduct of the licensee’s affairs under the license, been shown to be 
incompetent, untrustworthy, or financially irresponsible; or 

(g) has acted on behalf of any party to a transaction, where the licensee has a conflict 
of interest that may affect the licensee’s ability to represent that party, without the knowl- 
edge and consent of the party;E 

(h) has, while performing residential mortgage activities regulated under chapter 5_8 
violated any provision of chapter 58. 

Sec. 5 . EFFECTIVE DATE. 
Sections 1 t_o E E effective August ll 1999. 
Presented to the governor March 27, 1998 
Signed by the governor March 31, 1998, 10:58 am. 

CHAPTER 344——S.F.No. 2489 
An act relating to commerce; regulating residential mortgage loans; establishing table fimd~ 

ing requirements; proposing coding for new law in Minnesota Statutes, chapter 82. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. [82.176] TABLE FUNDING. 
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